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Dear Ms. Bergman,

Attached are the comments of the Minnesota Department of Commerce (Department) in the
following matter:
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The Petition was filed by Otter Tail Power Company on August 21, 2025.
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Public Utilities Commission may have.
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. INTRODUCTION

On August 21, 2025, Otter Tail Power Company (OTP or the Company) filed the Company’s Petition for
a Proposed Energy Storage System Pilot at the University of Minnesota Morris.! In the Petition, the
Company requests the Minnesota Public Utilities Commission (Commission) approve a proposal to
installa 1 MW/4-6 MWh duration battery energy storage system (BESS) pilot project (Pilot) at the
University of Minnesota Morris campus (UMN-Morris or University). The Company requests that the
Commission authorize future cost recovery through the Company’s Renewable Resource Cost Recovery
Rider (RRCR).

. PROCEDURAL BACKGROUND
August 21, 2025 OTP filed the Petition, seeking approval of the Pilot and recovery
of the associated costs through the RRCR.
September 9, 2025 The Commission issued its Notice of Comment Period.?

According to the Notice the following topics are open for comment:

1. Should the Commission approve Otter Tail Power’s proposed battery
energy storage pilot project on the University of Minnesota Morris
campus?

2. Should the Commission allow cost recovery through the Company’s
Renewable Resource Cost Recovery Rider (RRCR)?

3. Should the Commission require Otter Tail Power to provide updates
and reports to the Commission on the battery pilot projects?

4. Are there other issues or concerns related to this matter?

The following comments from the Minnesota Department of Commerce (Department) address
the issues raised in the Notice.

1 In the Matter of Otter Tail Power Company’s Petition for a Proposed Energy Storage System Pilot at the University of
Minnesota Morris, OTP, Petition, August 21, 2025, Docket No. E017/M-25-325, (eDockets) 20258-222289-02, (hereinafter
“Petition").
2 In the Matter of Otter Tail Power Company’s Petition for a Proposed Energy Storage System Pilot at the University of
Minnesota Morris, September 9, 2025, Docket No. E017/M-25-325, (eDockets) 0259-222822-01, (hereinafter “Notice").

1



https://efiling.web.commerce.state.mn.us/documents/%7b106ECD98-0000-C51E-B454-D8DAA424D9E6%7d/download?contentSequence=0&rowIndex=3
https://efiling.web.commerce.state.mn.us/documents/%7b20982F99-0000-C61D-9109-9ED57BE8AB31%7d/download?contentSequence=0&rowIndex=1

Docket No. E017/M-25-325
Analyst(s) assigned: Steve Rakow, Bhavin Pradhan

1l. DEPARTMENT ANALYSIS

A. SHOULD THE COMMISSION APPROVE OTTER TAIL POWER’S PROPOSED BATTERY ENERGY
STORAGE PILOT PROJECT ON THE UNIVERSITY OF MINNESOTA MORRIS CAMPUS?

The Department recommends approval of the 1 MW/4-6 MWh BESS pilot project at the UMN-Morris
campus. The Department finds that the Petition satisfies all statutory requirements and is in the public
interest. The Pilot is a necessary step for the Company to gain practical experience with BESS
technology that directly supports the Company’s Integrated Resource Plan,® and broader state energy
goals.

The Department’s recommendation for approval is conditioned on the Commission requiring a post-
selection compliance filing detailing the chosen technology, vendor, and key commercial terms, and
Commission approval prior to any material changes to the project’s size, cost, or schedule. The
project’s collaborative nature with UMN-Morris and the planned knowledge transfer make it a project
in the public interest.

A.1.  Energy Storage System Pilot Projects Statute

The Department finds that the Petition complies with the filing requirements of the Minn. Stat. §
216B.16, subd. 7e,* and provides detailed description for the elements listed in Minn. Stat. §
216B.1645, subd. 2a.° The Petition seeks approval under the ESS Pilot Projects Statute, which permits a
utility to petition the Commission to recover costs associated with BESS pilot projects approved by the
Commission.

A.1.1. Information Requirements

The Department finds that the Petition meets the information requirements of the ESS Pilot Project
Statute® and provides information on the following key components required by statute:

(1) the storage technology utilized: A specific vendor has not been
selected yet, but candidates include Vanadium Redox Flow, Zinc
Aqgueous, and Iron Flow batteries. The selection criteria prioritize
features such as non-flammability, low operation and maintenance
(O&M) costs, long lifespan, recyclability, and eligibility for tax credits.’

3 In the Matter of Otter Tail Power’s 2023-2037 Integrated Resource Plan, Order Modifying Otter Tail Power’s 2023-2037
Integrated Resource Plan, July 22, 2024, Docket No. E-017/RP-21-339, (eDockets) 20247-208805-01, hereinafter (“OTP IRP
Order”).

4 Minn. Stat. § 216B.16, subd. 7e (2024) (hereinafter “ESS Pilot Projects Statute”).

5 Minn. Stat. § 216B.1645, subd. 2a (2024).

6 ESS Pilot Projects Statute (a).

7 Petition at 6.
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(2) the energy storage capacity and the duration of output at that
capacity: The proposed BESS will be 1 MW / 4-6 MWh system, designed
to operate in a wide temperature range, from -40°F to at least 120°F.8

(3) the proposed location: The project will be located at the UMN-Morris
campus. UMN-Morris will provide an easement for the Site and be
placed near a public walking path to be used for educational purposes.®

(4) the purchase and Installation Costs: OTP expects the project to qualify
for a 40% Investment Tax Credit (ITC) and will credit the associated tax
benefits to the Company’s rate recovery rider. The project's timeline
targets a Commission Order in the fourth quarter of 2025 and an
operational date in the first quarter of 2027.1°

(5) how the project will interact with existing distributed generation
resources on the utility’s grid: OTP states that the system will
interconnect on the utility side of the University’s meter and allow it to
capture excess renewable energy from the University to serve the
grid's needs. OTP will also extend a feeder line to provide additional
capacity for future renewable projects at the University.!!

(6) the goals the project proposes to achieve: The goals of the Pilot are to
develop internal operational capacity, to assess performance in a cold
climate, to optimize the battery’s co-dispatch with renewable sources,
and to explore use cases for energy arbitrage, congestion, and outages.
The Pilot will also support the research and education efforts of the
University and will permit the University to request up to 720 hours of
annual dispatch for testing purposes during the initial three-year
period.?

A.2.  Technology and Selection Process

The Petition notes that the final technology selection and negotiations with a BESS vendor are ongoing
and expected to be conclude by the end of 2025. The Company has received bids for a variety of
technologies, such as Vanadium Redox Flow, Zinc Aqueous, and Iron Flow batteries.!® The evaluation
criteria for vendor selection includes project approach, cost, technical adherence, schedule, staffing,
and supplier diversity.!*

8ld. at6and 7.
°ld. at 7.

10d. at 7 and 8.
1d. at 8.

12d. at 10 and 11.
131d. at 6.

4 1d. at 5.
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The Department recommends that the Commission require a post-selection compliance filing that
summarizes scoring, the chosen technology, key commercial terms, warranties, and delivery schedule.
Additionally, the Department recommends that the Commission require its approval prior to any
advancement should the selected offer materially change in size, cost, or schedule.

A.3.  Project Approval and Public Interest

The Petition ties the Pilot to the Commission Order!> in the Company’s Integrated Resource Planning
docket, which directed the Company to add 20-75 MW of at least 4-hour duration battery storage by
December 31, 2029.6 The Pilot follows the OTP IRP Order and is intended to provide guidance for
future, larger-scale battery. OTP indicates that the Project is in the public interest because it is a step
toward fulfilling that requirement.

The Company states that its objective is to solve practical problems at a real site and concurrently
evaluate how storage will function across its system. The specific programs include the storage of
surplus renewable generation from the University,'’ the improvement of local reliability on the
feeder,'® peak load reduction and congestion mitigation,® and an assessment of the non-lithium
battery’s performance in cold weather conditions.?°

A.4. Interaction with the Grid and Local Community

The Pilot will be interconnected to the Company’s distribution system in a front-of-the-meter
configuration. OTP states that the placement of the Project allows the Company to capture excess
renewable energy generation from the University and operate the battery to respond to grid needs.?!
Additionally, the Company plans to extend its south feeder to the University, which will provide extra
capacity for future renewable energy projects. The Petition also outlines a shared goal with the
University to be able to request battery dispatch for up to 720 hours annually over the first three years
of the project to support its research. The Company reserves the right to deny requests so as to
maintain system reliability or for other needs.

The Department concludes that the shared project goals show a clear intent for the project to serve
both the University’s research goals and the broader grid’s needs.

B. SHOULD THE COMMISSION ALLOW COST RECOVERY THROUGH THE COMPANY’S
RENEWABLE RESOURCE COST RECOVERY RIDER (RRCR)?

15 OTP IRP Order.
16 OTP IRP Order, Order Point 11.
17 petition at 8.
18 Id. at 10.
19 Ibid.
20 1bid.
21 The Department notes that, unless the BESS is isolated from the bulk electric system, either through congestion or a
microgrid disconnected from the bulk electric system, the energy flows to and from the BESS will impact the marginal or
load following unit.
4



Docket No. E017/M-25-325
Analyst(s) assigned: Steve Rakow, Bhavin Pradhan

The Department recommends allowing recovery via the RRCR, subject to Commission review of OTP’s
post-selection compliance filing as detailed below. The Department requests that OTP provide in reply
comments the specifics of the financial arrangement with UMN-Morris with a description of the exact
amount of the UMN-Morris’s contribution and the calculation for the compensation payment in the
post-selection compliance filing.

The Company seeks to recover storage-pilot project costs through the RRCR under the ESS Pilot
Projects Statute,?? which states:

A utility may petition the commission to approve a rate schedule that
provides for the automatic adjustment of charges to recover prudently
incurred investments, expenses, or costs associated with energy storage
system pilot projects approved by the commission under this subdivision.
A petition filed under this subdivision must include the elements listed in
section 216B.1645, subdivision 2a, paragraph (b), clauses (1) to (4), and
must describe the benefits of the pilot project.

Petitions filed under the ESS Pilot Project Statute requires the following elements listed in Minn. Stat. §
216B.1645, subd. 2a (b):*

A petition filed under this subdivision must include:

(1) a description of the facilities for which costs are to be recovered;
(2) an implementation schedule for the facilities;

(3) the utility's costs for the facilities;

(4) a description of the utility's efforts to ensure that costs of the
facilities are reasonable and were prudently incurred;

The Company seeks authorization for recovery of all reasonable and prudent project costs through its
RRCR. The Petition states that the costs associated with the Pilot will not initially affect the utility’s
base rates, and the Pilot is anticipated to qualify for a 40% Investment Tax Credit (ITC); however, the
final financial impacts are contingent upon guidance from the Internal Revenue Service (IRS):?*

Costs from the proposed battery project will initially have no effect on

Otter Tail Power’s base rates.

[...]

The Company expects the BESS pilot project to qualify for the Investment

Tax Credit (ITC) at a forty percent level, but final ITC impacts will not be

22 ESS Pilot Projects Statute (b), clauses (1) to (4).
23 Minn. Stat. § 216B.1645, subd. 2a (2024).
24 petition at 3.
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fully known until further guidance is issued by the Internal Revenue Service
(IRS).

The Petition notes that the total project cost will be reduced by any applicable tax credits and a
contribution from UMN-Morris:?°

This amount will greatly reduce the initial project costs for Otter Tail Power
customers.

The Company will compensate UMN-Morris for up to half of its initial capital contribution, based on ITC
benefits.

C SHOULD THE COMMISSION REQUIRE OTTER TAIL POWER TO PROVIDE UPDATES AND
REPORTS TO THE COMMISSION ON THE BATTERY PILOT PROJECT?

The Department recommends a comprehensive reporting requirement to ensure the Commission and
other stakeholders are fully informed of the Project’s progress, performance, and operational
learnings.

The Company has proposed a schedule for updates on construction and operational performance,
including key metrics such as round-trip efficiency and performance during extreme temperature.?® For
a Pilot project of this nature, a comprehensive reporting framework is essential to ensure the
Commission and other stakeholders are fully informed of the Pilot’s progress and learnings. A more
detailed reporting requirement should include, but not be limited to, the following elements:

e Financial Reporting: An annual financial report, submitted alongside
the annual operational performance data, should provide a detailed
breakdown of all project costs, including capital expenditures and
operational and maintenance expenses. This report should also include
an annual true-up of all costs and credits applied to the RRCR.
e Research and Learnings: A formal "lessons learned" report should be
submitted to capture insights gained from the project. This would
include information on the BESS's technical performance in cold
weather, its interaction with the University's distributed generation,
and any challenges or successes related to its operation.
e Risk Mitigation: As with any new technology, a report on any safety
incidents, equipment failures, or maintenance issues would be valuable
to the Commission and the public.
These additions would provide the Commission with the necessary data to assess the Pilot's overall
effectiveness, verify its prudency, and use the findings to inform future decisions on energy storage
technologies and policy.

25 petition at 7.
%6 Id. at 13.
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D. ARE THERE OTHER ISSUES OR CONCERNS RELATED TO THIS MATTER?
The Department has no other issues or concerns at this time.
V. DEPARTMENT RECOMMENDATIONS

Based on analysis of the Petition and the information in the record, the Department has prepared
recommendations, which are provided below. The recommendations correspond to the subheadings
of Section Ill above.

A. SHOULD THE COMMISSION APPROVE OTTER TAIL POWER’S PROPOSED BATTERY ENERGY
STORAGE PILOT PROJECT ON THE UNIVERSITY OF MINNESOTA MORRIS CAMPUS?

e The Department recommends approval of the 1 MW/4-6 MWh BESS pilot project at the UMN-
Morris campus.

e A.2 The Department recommends that the Commission require a post-selection compliance
filing that summarizes scoring, the chosen technology, key commercial terms, warranties, and
delivery schedule.

e A.2 The Department recommends that the Commission require its approval prior to any
advancement should the selected offer materially change in size, cost, or schedule.

B. SHOULD THE COMMISSION ALLOW COST RECOVERY THROUGH THE COMPANY’S
RENEWABLE RESOURCE COST RECOVERY RIDER (RRCR)?

e The Department recommends allowing recovery via the RRCR.

e The Department requests that OTP provide in reply comments the specifics of the financial
arrangement with UMN-Morris with a description of the exact amount of the UMN-Morris’s
contribution and the calculation for the compensation payment in the post-selection
compliance filing.

C SHOULD THE COMMISSION REQUIRE OTTER TAIL POWER TO PROVIDE UPDATES AND
REPORTS TO THE COMMISSION ON THE BATTERY PILOT PROJECT?

e The Department recommends a comprehensive reporting requirement to ensure the
Commission and other stakeholders are fully informed of the Project’s progress, performance,
and operational learnings.
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Sasha Bergman
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147  





RE:	Comments of the Minnesota Department of Commerce, Division of Energy Resources

	Docket No. E017/M-25-325 





Dear Ms. Bergman,



Attached are the comments of the Minnesota Department of Commerce (Department) in the following matter:

In the Matter of Otter Tail Power Company’s Petition for a Proposed Energy Storage System Pilot at the University of Minnesota Morris.

The Petition was filed by Otter Tail Power Company on August 21, 2025.



The Department recommends approval and is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,





/s/ Dr. SYDNIE LIEB 

Assistant Commissioner of Regulatory Analysis 
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[bookmark: _Toc174055957]INTRODUCTION 



On August 21, 2025, Otter Tail Power Company (OTP or the Company) filed the Company’s Petition for a Proposed Energy Storage System Pilot at the University of Minnesota Morris.[footnoteRef:2] In the Petition, the Company requests the Minnesota Public Utilities Commission (Commission) approve a proposal to install a 1 MW/4-6 MWh duration battery energy storage system (BESS) pilot project (Pilot) at the University of Minnesota Morris campus (UMN-Morris or University). The Company requests that the Commission authorize future cost recovery through the Company’s Renewable Resource Cost Recovery Rider (RRCR).  [2:  In the Matter of Otter Tail Power Company’s Petition for a Proposed Energy Storage System Pilot at the University of Minnesota Morris, OTP, Petition, August 21, 2025, Docket No. E017/M-25-325, (eDockets) 20258-222289-02, (hereinafter “Petition").] 


[bookmark: _Toc174055958]PROCEDURAL BACKGROUND 

		August 21, 2025

		OTP filed the Petition, seeking approval of the Pilot and recovery of the associated costs through the RRCR.



		September 9, 2025

		The Commission issued its Notice of Comment Period.[footnoteRef:3] [3:  In the Matter of Otter Tail Power Company’s Petition for a Proposed Energy Storage System Pilot at the University of Minnesota Morris, September 9, 2025, Docket No. E017/M-25-325, (eDockets) 0259-222822-01, (hereinafter “Notice").] 








According to the Notice the following topics are open for comment:



1. Should the Commission approve Otter Tail Power’s proposed battery energy storage pilot project on the University of Minnesota Morris campus?

2. Should the Commission allow cost recovery through the Company’s Renewable Resource Cost Recovery Rider (RRCR)?

3. Should the Commission require Otter Tail Power to provide updates and reports to the Commission on the battery pilot projects?

4. Are there other issues or concerns related to this matter?



The following comments from the Minnesota Department of Commerce (Department) address the issues raised in the Notice.







[bookmark: _Toc174055959]DEPARTMENT ANALYSIS 

should the commission approve otter tail power’s proposed battery energy storage pilot project on the university of minnesota morris campus?

The Department recommends approval of the 1 MW/4-6 MWh BESS pilot project at the UMN-Morris campus. The Department finds that the Petition satisfies all statutory requirements and is in the public interest. The Pilot is a necessary step for the Company to gain practical experience with BESS technology that directly supports the Company’s Integrated Resource Plan,[footnoteRef:4] and broader state energy goals.  [4:  In the Matter of Otter Tail Power’s 2023-2037 Integrated Resource Plan, Order Modifying Otter Tail Power’s 2023-2037 Integrated Resource Plan, July 22, 2024, Docket No. E-017/RP-21-339, (eDockets) 20247-208805-01, hereinafter (“OTP IRP Order”).] 




The Department’s recommendation for approval is conditioned on the Commission requiring a post-selection compliance filing detailing the chosen technology, vendor, and key commercial terms, and Commission approval prior to any material changes to the project’s size, cost, or schedule. The project’s collaborative nature with UMN-Morris and the planned knowledge transfer make it a project in the public interest.

Energy Storage System Pilot Projects Statute

The Department finds that the Petition complies with the filing requirements of the Minn. Stat. § 216B.16, subd. 7e,[footnoteRef:5] and provides detailed description for the elements listed in Minn. Stat. § 216B.1645, subd. 2a.[footnoteRef:6] The Petition seeks approval under the ESS Pilot Projects Statute, which permits a utility to petition the Commission to recover costs associated with BESS pilot projects approved by the Commission. [5:  Minn. Stat. § 216B.16, subd. 7e (2024) (hereinafter “ESS Pilot Projects Statute”).]  [6:  Minn. Stat. § 216B.1645, subd. 2a (2024).] 


[bookmark: _Toc174055961]Information Requirements 

The Department finds that the Petition meets the information requirements of the ESS Pilot Project Statute[footnoteRef:7] and provides information on the following key components required by statute: [7:  ESS Pilot Projects Statute (a).] 




(1) the storage technology utilized: A specific vendor has not been selected yet, but candidates include Vanadium Redox Flow, Zinc Aqueous, and Iron Flow batteries. The selection criteria prioritize features such as non-flammability, low operation and maintenance (O&M) costs, long lifespan, recyclability, and eligibility for tax credits.[footnoteRef:8] [8:  Petition at 6.] 


(2) the energy storage capacity and the duration of output at that capacity: The proposed BESS will be 1 MW / 4-6 MWh system, designed to operate in a wide temperature range, from -40°F to at least 120°F.[footnoteRef:9] [9:  Id. at 6 and 7.] 


(3) the proposed location: The project will be located at the UMN-Morris campus. UMN-Morris will provide an easement for the Site and be placed near a public walking path to be used for educational purposes.[footnoteRef:10] [10:  Id. at 7.] 


(4) the purchase and Installation Costs: OTP expects the project to qualify for a 40% Investment Tax Credit (ITC) and will credit the associated tax benefits to the Company’s rate recovery rider. The project's timeline targets a Commission Order in the fourth quarter of 2025 and an operational date in the first quarter of 2027.[footnoteRef:11] [11:  Id. at 7 and 8.] 


(5) how the project will interact with existing distributed generation resources on the utility’s grid: OTP states that the system will interconnect on the utility side of the University’s meter and allow it to capture excess renewable energy from the University to serve the grid's needs. OTP will also extend a feeder line to provide additional capacity for future renewable projects at the University.[footnoteRef:12] [12:  Id. at 8.] 


(6) the goals the project proposes to achieve: The goals of the Pilot are to develop internal operational capacity, to assess performance in a cold climate, to optimize the battery’s co-dispatch with renewable sources, and to explore use cases for energy arbitrage, congestion, and outages. The Pilot will also support the research and education efforts of the University and will permit the University to request up to 720 hours of annual dispatch for testing purposes during the initial three-year period.[footnoteRef:13] [13:  Id. at 10 and 11.] 


Technology and Selection Process

The Petition notes that the final technology selection and negotiations with a BESS vendor are ongoing and expected to be conclude by the end of 2025. The Company has received bids for a variety of technologies, such as Vanadium Redox Flow, Zinc Aqueous, and Iron Flow batteries.[footnoteRef:14] The evaluation criteria for vendor selection includes project approach, cost, technical adherence, schedule, staffing, and supplier diversity.[footnoteRef:15]  [14:  Id. at 6.]  [15:  Id. at 5.] 


The Department recommends that the Commission require a post-selection compliance filing that summarizes scoring, the chosen technology, key commercial terms, warranties, and delivery schedule. Additionally, the Department recommends that the Commission require its approval prior to any advancement should the selected offer materially change in size, cost, or schedule.

Project Approval and Public Interest

The Petition ties the Pilot to the Commission Order[footnoteRef:16] in the Company’s Integrated Resource Planning docket, which directed the Company to add 20-75 MW of at least 4-hour duration battery storage by December 31, 2029.[footnoteRef:17] The Pilot follows the OTP IRP Order and is intended to provide guidance for future, larger-scale battery. OTP indicates that the Project is in the public interest because it is a step toward fulfilling that requirement. [16:  OTP IRP Order.]  [17:  OTP IRP Order, Order Point 11.] 




The Company states that its objective is to solve practical problems at a real site and concurrently evaluate how storage will function across its system. The specific programs include the storage of surplus renewable generation from the University,[footnoteRef:18] the improvement of local reliability on the feeder,[footnoteRef:19] peak load reduction and congestion mitigation,[footnoteRef:20] and an assessment of the non-lithium battery’s performance in cold weather conditions.[footnoteRef:21] [18:  Petition at 8.]  [19:  Id. at 10.]  [20:  Ibid. ]  [21:  Ibid.] 


Interaction with the Grid and Local Community

The Pilot will be interconnected to the Company’s distribution system in a front-of-the-meter configuration. OTP states that the placement of the Project allows the Company to capture excess renewable energy generation from the University and operate the battery to respond to grid needs.[footnoteRef:22] Additionally, the Company plans to extend its south feeder to the University, which will provide extra capacity for future renewable energy projects. The Petition also outlines a shared goal with the University to be able to request battery dispatch for up to 720 hours annually over the first three years of the project to support its research. The Company reserves the right to deny requests so as to maintain system reliability or for other needs.  [22:  The Department notes that, unless the BESS is isolated from the bulk electric system, either through congestion or a microgrid disconnected from the bulk electric system, the energy flows to and from the BESS will impact the marginal or load following unit.] 




The Department concludes that the shared project goals show a clear intent for the project to serve both the University’s research goals and the broader grid’s needs.



should the commission allow cost recovery through the company’s renewable resource cost recovery rider (RRCR)?



The Department recommends allowing recovery via the RRCR, subject to Commission review of OTP’s post-selection compliance filing as detailed below. The Department requests that OTP provide in reply comments the specifics of the financial arrangement with UMN-Morris with a description of the exact amount of the UMN-Morris’s contribution and the calculation for the compensation payment in the post-selection compliance filing.



The Company seeks to recover storage-pilot project costs through the RRCR under the ESS Pilot Projects Statute,[footnoteRef:23] which states: [23:  ESS Pilot Projects Statute (b), clauses (1) to (4).] 




A utility may petition the commission to approve a rate schedule that provides for the automatic adjustment of charges to recover prudently incurred investments, expenses, or costs associated with energy storage system pilot projects approved by the commission under this subdivision. A petition filed under this subdivision must include the elements listed in section 216B.1645, subdivision 2a, paragraph (b), clauses (1) to (4), and must describe the benefits of the pilot project. 



Petitions filed under the ESS Pilot Project Statute requires the following elements listed in Minn. Stat. § 216B.1645, subd. 2a (b):[footnoteRef:24] [24:  Minn. Stat. § 216B.1645, subd. 2a (2024).] 




A petition filed under this subdivision must include:



(1) a description of the facilities for which costs are to be recovered;



(2) an implementation schedule for the facilities;



(3) the utility's costs for the facilities;



(4) a description of the utility's efforts to ensure that costs of the facilities are reasonable and were prudently incurred;



The Company seeks authorization for recovery of all reasonable and prudent project costs through its RRCR. The Petition states that the costs associated with the Pilot will not initially affect the utility’s base rates, and the Pilot is anticipated to qualify for a 40% Investment Tax Credit (ITC); however, the final financial impacts are contingent upon guidance from the Internal Revenue Service (IRS):[footnoteRef:25] [25:  Petition at 3.] 


Costs from the proposed battery project will initially have no effect on Otter Tail Power’s base rates.

[…]

The Company expects the BESS pilot project to qualify for the Investment Tax Credit (ITC) at a forty percent level, but final ITC impacts will not be fully known until further guidance is issued by the Internal Revenue Service (IRS).



The Petition notes that the total project cost will be reduced by any applicable tax credits and a contribution from UMN-Morris:[footnoteRef:26] [26:  Petition at 7.] 


This amount will greatly reduce the initial project costs for Otter Tail Power customers.

The Company will compensate UMN-Morris for up to half of its initial capital contribution, based on ITC benefits. 

Should the Commission Require Otter Tail Power to provide updates and reports to the commission on the battery pilot project?

The Department recommends a comprehensive reporting requirement to ensure the Commission and other stakeholders are fully informed of the Project’s progress, performance, and operational learnings.

The Company has proposed a schedule for updates on construction and operational performance, including key metrics such as round-trip efficiency and performance during extreme temperature.[footnoteRef:27] For a Pilot project of this nature, a comprehensive reporting framework is essential to ensure the Commission and other stakeholders are fully informed of the Pilot’s progress and learnings. A more detailed reporting requirement should include, but not be limited to, the following elements: [27:  Id. at 13.] 




· Financial Reporting: An annual financial report, submitted alongside the annual operational performance data, should provide a detailed breakdown of all project costs, including capital expenditures and operational and maintenance expenses. This report should also include an annual true-up of all costs and credits applied to the RRCR.

· Research and Learnings: A formal "lessons learned" report should be submitted to capture insights gained from the project. This would include information on the BESS's technical performance in cold weather, its interaction with the University's distributed generation, and any challenges or successes related to its operation.

· Risk Mitigation: As with any new technology, a report on any safety incidents, equipment failures, or maintenance issues would be valuable to the Commission and the public.

These additions would provide the Commission with the necessary data to assess the Pilot's overall effectiveness, verify its prudency, and use the findings to inform future decisions on energy storage technologies and policy. 

Are there other issues or concerns related to this matter?

The Department has no other issues or concerns at this time.

[bookmark: _Toc174055968]DEPARTMENT RECOMMENDATIONS 

Based on analysis of the Petition and the information in the record, the Department has prepared recommendations, which are provided below. The recommendations correspond to the subheadings of Section III above.

Should the Commission approve Otter Tail Power’s proposed battery energy storage pilot project on the University of Minnesota Morris campus?

The Department recommends approval of the 1 MW/4-6 MWh BESS pilot project at the UMN-Morris campus.

A.2 The Department recommends that the Commission require a post-selection compliance filing that summarizes scoring, the chosen technology, key commercial terms, warranties, and delivery schedule. 

A.2 The Department recommends that the Commission require its approval prior to any advancement should the selected offer materially change in size, cost, or schedule.

should the commission allow cost recovery through the company’s renewable resource cost recovery rider (RRCR)?

· The Department recommends allowing recovery via the RRCR.

· The Department requests that OTP provide in reply comments the specifics of the financial arrangement with UMN-Morris with a description of the exact amount of the UMN-Morris’s contribution and the calculation for the compensation payment in the post-selection compliance filing.

should the commission require otter tail power to provide updates and reports to the commission on the battery pilot project?

The Department recommends a comprehensive reporting requirement to ensure the Commission and other stakeholders are fully informed of the Project’s progress, performance, and operational learnings.
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